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INTRODUCTION 


With emphasis on commercialisation of agricultural 
production, attention to agricultural marketing 
becomes a priority. Marketing encompasses transaction 
of goods and services, starting from the producer(s) to 
consumers. It also denotes a place or region, where 
buyers and sellers interact freely, and exchange of goods 
and commodities takes place between them. The value, 
cost and price of the items traded are as per the forces 
of demand and supply. 


MARKET 


The word ‘market’ is derived from the Latin word 
‘marcatus’ viz., merchandise or trade or a place meant 
for buying and selling of goods. Market is also used to 
denote a premise, where one or more commodities are 
bought and sold. It, therefore, refers to a meeting place 
for potential buyers and sellers of a particular product 
or service. 

The constituents necessary to satisfy the presence 
and purpose of a market are as follows. 
Availability of goods or commodities for transaction 
(physical presence not mandatory) 
Availability of active buyers and sellers 
Operation of business transaction between buyers 
and sellers 
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NoTES Classification of market 


A market is a place, where the transaction of goods, 
commodities and produce between buyers and sellers 
takes place. Agricultural produce passes through 
several exchanges from one entity to another, before 
finally reaching the consumers. These exchanges 
include assembling, preparation for consumption and 
dispersion of goods, commodities and services. 

Marketing ofa good or service depends on its demand 
at a given time. The sphere of a market may extend to 
a locality, village, town, region or country, according to 
the demand of the commodity or service. A market may 
be a physical or virtual entity. It may be local or global, 
perfect or imperfect, daily, weekly, monthly or seasonal, 
depending on its existence and occurrence. 


Primary market 


Secondary market 


Terminal market 


Agricultural market 


Agricultural market 


Primary market 


It is also known as ‘fresh produce market’. Here, 
the transaction is conducted between producers and 
buyers once or twice a week. The business involves 
primary goods or commodities, such as food grains, 
livestock, raw material, etc. Wholesalers or commission 
agents abound in these markets, where agricultural 
produce comes from nearby villages. As per their location, 
these are also often referred to as Village markets’. 


Secondary market 


Produce and commodities procured from the primary 
market are bought and sold here. The transactions are 
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done directly from a seller and by the commission agent 
or broker (as an intermediary). These are also known 
as mandis and are situated, generally, in a district or 
taluka or important trade centres near railway stations. 
The produce is handled in large quantities. Merchants 
procure products from the primary and wholesale 
markets and bring them to this market for sale. 


Terminal market 


This is the one that delivers products to the actual 
consumers or exporters. These are, generally, high 
value or high volume markets, operating on electronic 
devices or ‘over the counter’. These markets are endowed 
with large warehouses and storage facilities. There is 
abundant space for logistics and packaging to provide 
the material in finished form. These markets are located 
in metropolitan cities, such as Chennai, Mumbai, 
Kolkata, etc., being close to the port of assembly, loading 
and shipment. Directly or indirectly, the activities of 
terminal markets influence the activities and operations 
in the primary and secondary markets. 


Based on time span 


Daily market 


These markets are organised only for few hours in a day. 
They mostly deal in items of fast turnover or those that 
are perishable in nature (for example, fish and meat, 
vegetables and fruits, eggs, etc.). 


Weekly market 


Held once a week, these markets are also referred to 
as haats. The products and commodities can be stored 
for some time (food grains, oilseeds, etc.). The prices of 
the commodities are largely governed by local supply 
and demand. 


Seasonal market 


These markets deal in commodities that are seasonal in 
nature. But since different commodities are available in 
different seasons throughtout the year, these markets 
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NOTES operate almost permanently. The items may or may 
not be perishable with facilities for short to medium 
term storage. 


Market channel 


The pathway, covering the transfer of the title of a 
commodity, is called its marketing channel. It is 
the route taken by a product in moving from its 
original owner to the processor, and then, to the 
ultimate consumers. 

e The participants in the channel vary according to 
the commodity and quantities handled. 

e The task of distribution or market channel system 
is to match the demand with appropriate supply. 

e All goods go through a series of channels of 
distribution before, finally, being delivered to the 
consumers. 

There are two main types of channel for the 

distribution of a commodity — direct and indirect. 


Direct distribution 


In this channel, products or services reach directly to 
the consumers from the producer or manufacturer. 
The service sector is the best example for this kind of 
distribution. In agriculture, such transaction takes 
place in products, which need little or no processing 
before marketing or in case of perishable produce like 
milk and milk products, mushroom, etc., which need to 
be sold within a specific timeframe. 


Indirect distribution 


This occurs when intermediaries are involved in the 
distribution channel. In the marketing and distribution 
of agricultural produce, the intermediaries would be 
farmers or local dealers, who collect the produce from 
the farmers, wholesalers (who buy the produce from 
local dealers) and retailers, who sell the produce to the 
consumers. As the number of intermediaries increases 
in a channel, the price of the products also goes up, 
especially, for the consumers. 
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Factors governing a product’s channel 

e Nature of the product 

e Price of the product 

e Volume or number of units for sale 

e Characteristics of buyers and their 
buying units or users 

e Retailers dominating the distribution and sale of 
low priced articles with small packaged units 

e Costly items like rotavators, sowing machines, 
etc., being sold directly by manufactures or 
their agents 

e Public services like gas, electricity and transport, 
usually, being sold directly to the consumers 


Channels of distribution 
e Producer — Consumers 
e Producer — Retailers —+ Consumers 
e Producer —> Wholesalers — Retailers + Consumers 


e Producer — Commission agents —> Rice mill owners 
— Retailers — Consumers 


Producer — Consumers 


A manufacturer or producer directly sells a product or 
produce to the consumers. Intermediaries or agents are 
not at all involved in this kind of sale. This would often 
include custom-made products like a specially designed 
seed-cum-fertiliser drill or no-tillage planter, etc. 


Producer — Retailers — Consumers 


In this channel, a producer sells one’s products to 
retailers and the retailers, then, sell them directly to 
the consumers. This channel works best for farmers 
to sell their produce and meet their immediate needs 
as consumers need more time to decide to purchase a 
commodity. If storage facilities are not available with 
a farmer or seller, it is in the person’s interest to sell 
the commodity to a trader before it, finally, reaches the 
consumers. This kind of channel is beneficial for low 
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Nores volume transactions, where the assortment of goods 
and products is broad. The role of intermediaries is vital 
in establishing correspondence between demand and 
supply in the distribution business. 


Producer — Wholesalers — Retailers — 
Consumers 


Such a large channel is used by manufacturers, whose 
products have an extended or delayed market, for 
example, clothes, furniture, cutlery, etc. Consumers 
may take time to decide the item they want to buy. 
They may try out many items and collect information 
about them before, finally, making a purchase. This 
channel is a favourite among manufacturers for 
non-food shopping goods. 


Producer — Commission agents — Rice mill 
owners — Retailers — Consumers 


Such a distribution involves more than one 
intermediary and a commission agent, who assists 
with the sale of a product. Agents, usually, receive 
commission from both the parties. For small farmers 
with small land holding, sale of paddy in mandis is 
a profiatable option. Considerations of the cost for 
logistics prevent rice processing companies from 
making direct purchase from the farmers. The mill, 
thus, purchases the produce from the intermediaries 
and processes the grains. This, in turn, is marketed 
across States through a network of commission agents 
and retailers. 


Krishi Upaj Mandi 


A large number of small and marginal farmers sell their 
produce to traditional moneylenders (traders), to whom 
they may be indebted for years. Products are also sold 
in various other ways, viz., weekly village market in the 
farmer’s or neighbouring village. In the absence of these 
outlets, the produce might be sold unconventionally at 
sporadic, irregularly held markets close to their place 
of work. 


jy 
A 


o1 
RZ 
< 


Pappy FARMER — CLass X 


Unit 5.indd 54 11/27/2020 2:59:46 PM 


Unit 5.indd 55 


Under the Agricultural Produce Market Committee 
(APMC) Act, 1937, as many as 40 commodities are 
compulsorily upgraded or value added for export and 
voluntarily graded for home consumption. Commodity 
markets are regulated by States. To help set up 
commodity upgrading centres in identified markets, the 
Directorate of Marketing and Inspection, Government of 
India, provides services for requisite financial aid at the 
village level. 


Role of APMC or Krishi Upaj Mandi 


Krishi Upaj Mandi (KUM) plays a latent role in price 
fixation of agricultural produce between the buyers and 
sellers. The government fixes the Minimum Support 
Price (MSP) for notified agricultural produce. Such 
produce cannot be sold at a price below the declared 
MSP. No bid is permitted to start in the market yard 
below the rate as fixed. 

The farmers are obliged to take the produce of 40 
identified commodities to the Agriculture Produce and 
Livestock Market Committee (APMC) or Krishi Upaj 
Mandi for sale, except when they engage in small-scale 
sale at local haats. The mandi board (APMC or KUM) 
follows the prices fixed by the Government of India as 
the MSP. These prices are displayed in the market yards 
for the benefit of the farmers. This information is useful 
to the farmers for better decision making as regards 
to the sale of their produce. But not all commodities 
are covered by the Central Consumer Protection 
Council (CCPC), 

The details on arrivals and prices of different 
agricultural commodities are uploaded at the AGMARK 
NET portal for information and guidance. This can also 
be viewed on the APMC portal of different States. The 
farmers can visit this site and make their decisions as 
regards to the sale of their produce. 

There is a regulation, which demands that the price 
of a notified agricultural commodity coming to the 
market yard for sale is decided by a tender bid or open 
auction. No deduction is permitted to be made from 
the agreed price for any reason whatsoever. 
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NoTEs Practical Exercise 


Activity 1 


Visit a nearby grain market and note down the following 
observations. 


Material required: notepad and writing material 


Procedure 


e Visit a nearby grain market. 

e Enlist the different channels of marketing that you 
find there. 

e Observe the different types of transaction taking place 
in the market. 

e Note down all the information that you have collected 
in a notebook. 

e Present your observations before the class. 


Activity 2 
Visit a nearby Krishi Upaj Mandi and enlist the details of various 


commodities and market activities that you observe there. 


Material required: notepad and writing material 


Procedure 

e Visit a nearby Krishi Upaj Mandi. 

e Enlist the details of various commodities and other market 
activities that you observe there. 

e Talk to the authority concerned to find out how the 
Minimum Support Price is determined and how the price 
for a particular commodity fixed. 

e Record your observations in a notebook. 

e Present your findings before the class. 


Check Your Progress 
A. Fill in the Blanks 


1. A market, where commodities are received directly from 





farmers, is known as market. 
2. The prices in a primary market are 
3. Theprices__———SC inna secondary market, Taaa 


on the demand and supply of the commodities traded. 
4. The intermediaries through which farmers’ produce 
reach consumers are called 
5. The Minimum Support Price of A commodities 
is fixed by the 
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B. Multiple Choice Questions 


1. The marketing channel more suitable for custom-made 
products is f 
(a) Producer —> Consumers 
(b) Producer —> Retailers —> Consumers 
(c) Producer —> Wholesalers — Retailers —> Consumers 
(d) Producer —> Commission agents —> Wholesalers —> 

Retailers — Rice mill owners —> Consumers 

2. Which is also known as fresh produce market? 
(a) Primary market 
(b) Secondary market 
(c) Terminal market 
(d) Seaboard market 

3. When middlemen or intermediaries are involved in the 
distribution channel, it is known as 
(a) direct distribution 
(b) indirect distribution 
(c) direct and indirect distribution 
(d) All of the above 


C. Subjective Questions 








1. Distinguish between the following. 
(a) Primary and secondary market 
(b) Daily and weekly market 
(c) Terminal and seasonal market 
2. Differentiate between the following. 
(a) Direct and indirect marketing 
(b) Wholesaler and retailer 


D. Match the Columns 


A B 
1. Daily market (a) Without intermediaries 
2. Weekly market (b) Regulated market 
3. Krishi Upaj Mandi (c) Perishable produce 
4. Direct distribution (d) Haat 
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